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CAPITALIZATION 


Authorized: 10,000,000 shares without value 

Issued: 1,752,702 shares 

Dilution Factors: Warrants — 175,000 shares 
Stock Options — 100,000 shares 


STOCK EXCHANGE LISTING 
Vancouver Stock Exchange — Vancouver, B.C. (symbol - WET) 
NASDAQ (symbol - WSFPFQ) 


PRESIDENT’S REPORT 


-estfort Petroleums Ltd. was incorporated in March, 1977 and in April, 
~ 1978 was re-organized and entered the oil and gas industry. This first 
Annual Report of the Company for the period ending March 31, 1979 covers 
the initiation of an active exploration and development program. This high 
level of activity has been maintained to date in the new fiscal year and is 
expected to accelerate as established projects are developed and expanded 
and new prospects are explored. 


Westfort has concentrated its activity in the Appalachian Basin of the 
Eastern United States, primarily in Pennsylvania where the Company is a 
major investing partner in a program comprised of four separate, but 
geologically similar, gas development projects. The Company's interest in 
the four Pennsylvania projects ranges from 25% W.|. and 16.25% N.R.I. to 
41.66% W.I. and 27.08% N.R.I. In this program, Westfort and its investing 
partners have committed to a specified number of wells in each project 
which earns the investors a continuing option to participate as the project 
expands by land acquisition. The total program could ultimately involve 
several hundred wells. At June 13, 1979, Westfort and partners had drilled 
43 wells in the Pennsylvania program, of which 42 have been completed as 
gas wells and 1 abandoned. 


Westfort is also participating in another Appalachian Basin program which 
includes 5 projects in Southeastern Ohio and the adjoining part of West 
Virginia. The Company has a 10% W.I. and an approximate 6.5 N.R.I. At 
mid-July 1979 this program had accounted for 37 wells of which 36 are 
either oil and/or gas wells and one is a dry hole. Undeveloped lands in these 
projects provide an expansion potential of 80 additional wells. 


In the Southern United States Westfort is involved in a number of prospects 
which are in various stages of evaluation. 


The Company’s current outlook is toward continued emphasis in the United 
States where lighter royalty burdens and superior market availability and 
product prices prevail. 


| would like to thank the shareholders for their support during the last year 
and also the staff of Westfort whose efforts have sustained a period of rapid 


growth by the Company. 
WL 


Alan D. Fraser 
President 


OPERATIONAL REVIEW 


mn the Pennsylvania program, Westfort’s interest in the 4 projects ranges 
= from 25% W.I. and 16.25% N.R.I., to 41.66% W.I. and 27.08% N.R.I. 


In this program, Westfort and other investing partners have committed to a 
specified number of wells in each project which earns the investor a 
continuing option to participate as the project expands by land acquisition. 
At June 13, 1979, Westfort had participated in 43 wells in the Pennsylvania 
program of which 42 have been completed as gas wells and one 
abandoned. The 4 projects comprising the program are: Punxsutawney and 
Reynoldsville in Jefferson County, Finleyville in Washington County and 
Bowdertown in Indiana County. Current status, expansion potential and 
Westfort’s interest in these four projects is as follows: 


APPALACHIAN BASIN PRO 
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OPERATIONAL REVIEW 


Punxsutawney 


Westfort 25% W.1., 16.25% N.R.I. — 849 Gross Acres 

Eleven wells were drilled during the period June - September 1978, which 
fulfilled the earning requirement. All 11 wells were completed as gas wells 
and the first were placed on stream in mid-April 1979, with the others 
following in subsequent weeks. These wells are producing into the system of 
Consolidated Gas Supply Corporation at an initial price of $1.73/MCF. 
Determination of stabilized flow rates will probably require several weeks of 
production. Significance of early production rates at Punxsutawney is 
affected by the usual start-up problems and the fact that back-pressure of the 
Consolidated sales line is approximately 500 psi, considerably higher than 
during the winter months. However, daily rates over the initial few weeks of 
production have averaged 160 MCF/Day/Well, with individual well rates 
ranging to volumes in excess of 330 MCF/Day. Four additional wells have 
been budgeted for 1979 with an ultimate total of 36 wells anticipated for this 
area. 
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Westfort 25% W.I., 16.25% N.R.I. — 660 Gross Acres 

The required 4 earning wells were drilled in the latter part of 1978. All 4 were 
completed as gas wells with 2 of the wells indicating some oil potential in 
addition to the gas. Two of the wells, Wilkinson #1 and #2 are contracted to 
Peoples Natural Gas at $1.45/MCF, and the other 2 wells are contracted on a 
short term basis to Jones Laughlin Steel Co. at a price of $1.92/MCF. The 
crude oil is contracted to Quaker State at a price of $15.50/barrel. Over its 
initial production history, the Wilkinson #2 well averaged 170 MCF/D and 24 
B.O.P.D. Production from the other 3 wells has not had sufficient continuity to 
establish a meaningful potential. Probably 1 or 2 additional wells will be drilled 
at Finleyville if justified by market demand and performance of the existing 
wells. 


Westfort 40% W.I., 26% N.R.I. — 6,000 Gross Acres 

The initial well at Bowdertown was spudded in late September 1978. The 18th 
well has been completed as a gas well and the 19th is currently drilling at 
mid-July, with 16 wells remaining in the 1979 program. The first year earning 
requirement was 10 wells, however the project was accelerated due to 
negotiations with Columbia Gas which have assured an early market for 
Bowdertown gas by compression into Columbia’s 500 psi 16 inch diameter 
pipeline which traverses the area. Columbia requires a minimum sustained 
deliverability of 2.5 MM/D to justify cost of compression facilities and have 
requested 25 wells capable of producing into their system. It is estimated that 
25 wells will assure deliverability of 25 MMCF/D considering usual down time 
and adequate stand-by capacity. To meet the gas purchaser’s requirements 
and earning commitments for expansion of our land position, 25 wells were 
scheduled for 1979. Wells constituting the current 25 well program, in 
addition to the 10 wells drilled in the first year’s program, should provide the 
above noted earning and evaluation requirements and result in a total of 35 
wells from which approximately 25 can be selected for initial hook-up. This 
selection will be made according to gathering system logistics, which in turn, 
are an integral part of overall development plans for the Bowdertown area. 


OPERATIONAL REVIEW 
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OPERATIONAL REVIEW 


Reynoidsville 


41.66% W.I., 27.08% N.R.I. — 14,500 Gross Acres 

The Reynoldsville project is potentially the largest of the four Pennsylvania 
projects, with an ultimate earning capacity of 29,000 acres if all options are 
exercised. An additional 3,000 acres will probably be acquired from another 
source. This acreage is distributed across a gross area of 10 miles by 20 
miles. The first year earning commitment is 26 wells of which 11 have now 
been drilled with 10 completed as gas wells and one abandoned. 


The Reynoldsville project can be divided into the north and south areas. The 
North Reynoldsville area comprises roughly 2/3 of the above noted acreage 
spread and the South Reynoldsville area the remaining 1/3 of the original 
farmout lands plus the additional 3,000 acre expansion. 


Eight wells drilled to date within the South Reynoldsville area have net pay 
thickness in the 50 to 65 ft. range which is about 15% less than at 
Bowdertown. Three wells have now been drilled in the North Reynoldsville 
area and are currently being evaluated. 


Market outlook at Reynoldsville has been enhanced by recent discussions 
with National Fuel resulting in an agreement by that company to purchase 
our gas throughout the Reynoldsville area where they have an extensive low 
pressure (50 - 300 psi) pipeline system. Our existing wells in the South 
Reynoldsville area can be tied into this system with, in most cases, less than 
1/2 mile of flow line. Contracts are currently being prepared covering present 
wells in this area. In the North Reynoldsville area, proximity to the National 
Fuel pipeline network will now become a factor in locating the remainder of 
the earning wells. In this manner, the drilling program will serve the three way 
purpose of: i) meeting the earning commitment; ii) providing subsurface 
geologic control (with modern log data) for guidance in future drilling and land 
acquisition, and; iii) will provide immediate cash flow as successful wells can 
be tied into the existing low pressure National Fuel gathering system. Gas 
price has not been finalized but is expected to be upwards of $2.00 per MCF. 


and WEST VIRGINIA 
9,525 Gross Acres. 10% W.I., approx. 6.5% N.R.I. A.P.O. 


Westfort, in April 1978, assumed a 10% working interest position in the 
Berea project in Southeastern Ohio. Participation with the same operator 
and investor group has expanded to include the nearby Marietta and Gordon 
projects in Ohio and the Pleasants County and Salem-Bulltown projects 
across the state line in West Virginia. The combined program, to mid-July 
1979, had accounted for 37 wells of which 36 are either oil and/or gas wells, 
and one dry hole. Undeveloped lands in these projects provide an expansion 
potential of 80 additional wells, of which an estimated 10 will be drilled 
during the remainder of 1979. 


OPERATIONAL REVIEW 


HEATH TWP 


| 
! 
| 
' 
J 


POLK TWP 
— oe oe oo 


POLK TWP 
SNYDER TWP 


PINE GREEK TW 
CLEARFIELD Co. 


WINSLOW TWP 


ro-?7 


Heel INITIAL PROJECT 


Be | OPTION LANDS 
3 WELLS DRILLED TO MAY 19, 1979 1in.= 16,000’ 


REYNOLDSVILLE PROJECT 


OPERATIONAL REVIEW 
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Hidalgo County, Texas. 320 Gross Acres 

Westfort — 20% W.I. B.P.O. and 12% W.1., 9.9% N.R.1. A.P.O. 

A 9,000 ft. test of the Frio sands was drilled on this prospect in September, 
1978 and abandoned after finding only a marginally economic gas zone 
overlying water in a sandstone reservoir below 8,000 ft. A follow-up well will 
probably be drilled at a structurally higher location. 
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Wheeler County, Texas. 1,323 Gross Acres 

Westfort — 5% W.I., 4.125% N.R.I. B.P.O., 3.09375% N.R.I. A.P.O. 

This project features re-entry of a 12,400 ft. cased well drilled in 1967 in 
which electric log analysis indicates two gas zones that were overlooked or 
were considered non-economic at the time. The operating partner is currently 
attempting to complete the well in the lowermost zone. 


Walker County, Texas. 4,172 Gross Acres 

Westfort — Carried B.P.O., 2.5% W.I. A.P.O. 

Primary objective of this gas prospect is the Eocene Wilcox sand at a depth 
of 8,000 ft. The earning well will probably be drilled in late 1979. 
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Louisiana. 105 Gross Acres 

Westfort 23% W.1., 17.25% N.R.I. B.P.O. and 10.35% A.P.O. 

The 2 earning commitment wells have been drilled on this lease, and both 
have been suspended pending detailed studies to determine the best 
engineering procedures. The presence of substantial oil reserves is indicated 
by a number of old wells on the lease which were suspended because of 
difficulties arising from the unconsolidated reservoir sands which tend to plug 
off pumping equipment. This problem can usually be solved by “‘gravel pack’’ 
completions. A third location will probably be drilled in 1979. 
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Fort Bend County, Texas. 800 Gross Acres 
Westfort 25% W.|., 19.5% N.R.I. B.P.O. and 16.25% W.I., 
12.68% N.R.|. A.P.O. : 


OPERATIONAL REVIEW 


Needville Prospect (Continued) 


The earning well on this prospect was drilled in mid-March 1979 and was dry 
and abandoned. The main objective sand of the Cretaceous Frio sequence 
was found with good porosity development but 18’ structurally low to the 
control well. Re-mapping the area indicates that 400 acres is still prospective 
and will probably be drilled or farmed out during 1979. 


Southeast Prague Prospect 


Pottawatomie County, Oklahoma. 1,517 Gross Acres 

Westfort 33/3 % W.I. B.P.O. and 20% W.|. A.P.O. 

The primary potential in this prospect is oil bearing lenticular sands of Basal 
Cretaceous age at a depth of 4,000 ft. The earning well was drilled in May 
1979 and abandoned after finding no sand development. The geology will 
now be revised to determine whether a second well is justified. 


South Huat Prospect 


Gaines County, Texas. 1,120 Gross Acres 

Westfort 6.66% W.1., 5.15% N.R.I. B.P.O. and 3.99% W.I., 3.09% N.R.I. 
A.P.O. 

This Strawn reef seismic prospect was drilled in June 1979 and abandoned 
after finding the reef structurally low and water laden. Several thin zones in 
the overlying Wolfcamp formation were oil bearing but deemed to be non- 
commercial. 


Beasley Prospect 

Fort Bend County, Texas. 200 Gross Acres 

Westfort 10% W.I., 4.45% N.R1I. 

The Dunaway #1 well on the east flank of the Beasley structure was drilled in 


June-July 1979. The operator is currently attempting to complete in one or 
more zones. 


Ol. & GAS RESERVES 


The reserve evaluations are based on reserve reports prepared in 1979 by 
an independent consultant. 


These evaluations only include that portion of the Company’s two main 
areas of production, Pennsylvania and Ohio, which were drilled and evaluated 
up to the date of the reserve reports. Since these reports were prepared, the 
Company has drilled an additional 15 wells in these areas. 


The Company has also drilled 7 wells in a number of other prospects 

scattered throughout the Southern United States. No reserves have been 
attributed to these prospects as they have not yet been evaluated by an 
independent consultant. 
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PROVEN (BCF) 


GROSS 


NET 


PROVEN (MSTB) 


PROPERTY 
~ PENNSYLVANIA 
BOWES MOWN air csishibweskese EKER 113.4 
PLAST TI A Oe AR ak a 6.4 
RUMROtAITIEV Ean c cscs beh eee res seed 29.0 
MOvMONGS Vue hea e aw seehereuehiterersce. 28.0 
176.8 
OHIO 
EPCRA MRSA N ME Cit Kitts in y (o's b loin bie in le bo 9 
178.7 
Oil 
PROPERTY 
OHIO 
Beleare peeve Vp eeaby aut Uist Lice das 453 


GROSS 


NET 


PROBABLE (BCF) 


GROSS _NET 
LOWE AINA tN 42.0 10.4 
Sears ALPEE Oca CULL 58 1.0 
LS 3 RE EL a) 
697 168 
DEPP EEANLELELEO BERL CEDKELERWEA CLEP LEER 9 
697 168 
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FINANCIAL REVIEW 


aestfort was extremely active in its first year of oil and gas exploration. 
ow Capital expenditures totalled $2,962,000 in 1979 and the majority of 
the funds were expended in the low risk gas development programs in the 
Appalachian Basin. These expenditures established oil and gas reserves 
valued at approximately $36,000,000 based on a reserve evaluation by 
independent consultants. The programs were financed through public 
underwritings and private placements, netting $2,870,000 and through 
interim bank loans. The Company has stock purchase warrants expiring in 
September, 1979, which if fully converted will represent an issuance of 
175,000 shares and net the Company’s treasury $2,160,000. These funds will 
be used to reduce the demand bank loan and to finance ongoing exploration 
and development programs. 


wile 


Initial cash flow from some of the Pennsylvania and Ohio properties has 
been received by the Company and will increase substantially in 1980 and 
future years as additional wells are brought on stream. 


Westfort intends to finance future exploration and development programs 
through the use of cash flow from producing properties, bank production 
loans and participation in drilling funds. Management of the Company feels 
that reserves discovered during the past year has provided a solid financial 
base for future growth. 


FINANCIAL 


korg 1978 


CREWS ae 05 eo ee Ga TC Re ae A Ol ate ee ee $ $ 196,348 
pale CCEA OR RA «2.8. sce nia  Bart bards ae ee eane ele MR ARR OR Cat tna cheb sid 3 88,836 
PAE PE eChIVe Cre tIL IGCeINEDIC.. 0. okt ot eay cutdaecits be vet Soe ra eee ts 18,989 
DUI! BEN GTS SSRN AL as Spas SOL AoE Co ne Rey meee BMRA A ee 164,928 


272,753 196,348 


BRO erniEo AND ECUIPMENY (note 20 pe oe Oe et eas 2,124,900 28,624 
PRE a CIATION GOSTSHN 22) ol so oacecene v4 ccacdecdecs once ls fegadecaeeee. 458 


$ 2,397,653 _$ 225,430 


CURRENT LIABILITIES 1979 1978 
Bann ure ol Chen on MiGlen A) 1, eek U es bees ARN stated ans Maasai es Os 294 $ 16,050 $ 
PGCOMMENEAV ANE Mare ey ace nk ch cat ec asc ecies | RAED ecko ee Oats ut eeee sre Sas 320,267 6,529 
EONS SEN WUC A HOLE 25)! nastier ace aresaieta «Gristeiaus Sie aet eiecomhe oe arelkie TM Merafeiemln em ya iNela serste 80,027 

416,344 6,529 

ADVANCES 155,000 

CAPITAL stock (note 6) 

Authorized 
10,000,000 shares without par value 
Issued 
Neen OO Memo Ue) Bee att Untaceb seb ect eit tenuate staoun me aied. ia: 2,957,661 88,438 
eee RR Ooh Caio adi mndlguie nacdenk.ts0s adn ed sanamnrdnabineee sw etas (976,352) (24,537) 
1,981,309 63,901 


$ 2,397,653 $ 225,430 


Approved by the Board Ve, f . y POE TTI 
Director / 


Director 
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From March 22, 1977 
(date of Incorporation) 


to March 31, 
REVENUE MRM Ee DE ote A 1a 
Ol BG gaS. DROCLICTION sere stiss sD a Sod ead Gansta raven hata a A tag en ee een $ 5,419 $ 
INTERESE INCOME 2, AAI cue le paleieig see eniema a aNd An ole eae ed 4,858 
10,277 
EXPENSES 
General and administrative... iss. ..askeee soe da ddaaeee dae eens geameeenne 172,415 11,667 
Interestrand financing! COsISs Lib ncaa ks eacsecdoscsmmt a ceue teen a eee eee ram 71,447 82 
Dry holes and abandonments 
Petroleum and, natural’ gasvisss53s sues cadeeedideeuen ee O th eee eeme eae meee aes 685,205 12,788 
Mining properties...... ..... La ochibch b'0 GAs eal n wat ovetsyeielaga stelaueie nape vde cate aetna el wa) aia hay ate 28,624 
Depreciation and depletion) 2.5 2. asddicesiiceeues ork cape na ene same cee eee ade 4,401 
962,092 24,537 
ddudide ddadmin sath ere teetate dnd sana ec LORE Eee 951,815 24,937 
a ejala aie a mimi act one G08 3 Mls@ SA a stetateelatelaticioss Meaaen Ess tnt ace 24,537 
slasdlecdicl Sie4 s LAS See SR a ere ee $ 976,352 $ 24,537 
sivlelonw ins maida bd geae ded mate dame’ Malthe setsdl Use dte ie en etaee Oca nereataye $i 1Os%2 $ 0.08 


CIAL POSITION 


From March 22, 1977 
(date of incorporation) 


to March 31, 
WORKING CAPITAL DERIVED FROM PRNEHUC TERRA HON hans < 
Advances 'for'share purchase: s2 5) 50)gaaeencluieseeee en en oe nee ee $ 52,000 $155,000 
ISSuec0F SNATES) i eiiccan Gab go ordoasitieesiatdiccsleeeee REG RUA SIGH a ae nee OMe 2,869,223 88,438 
2,921,223 243,438 
WORKING CAPITAL APPLIED TO 
Operations: 22) ila callu es sone aliee ahaa e dake dae ae dae eee 293,127 24,537 
Propedies and equipments 2 UL pel eo a Gee tee eee ee 2,814,506 28,624 
Conversion of ‘advances tovshares: 2 Ueika hide ibe a eg ee 207,000 
IngOorporation Coste Ase Ul ela acd NCSA eae ene eee ee 458 
3,254,638 53,619 
INCREASE (DECREASE) IN WORKING 
CARITAL POSITION | cdedacaddeiatealcch RA RealOne ber tas uaa ee ee eee (333,410) 189,819 
WORKING CAPITAL Al BEGINNING OF PERIOD. ...050 i) ieee ee ee 189,819 
WORKING CAPITAL (DEFICIENCY) AT END OF PERIOD, .........2..2.).) 045.2050... $ (143,591) $189,819 


FINANCIAL 


NOTES TO FINAI 
YEAR ENDI = | 


7 Hsetreleh ute owinat Gas en 
Cost of oil and gas rights and exploration costs are capitalized when 
acquired. When undeveloped rights and exploration costs are proven to be 
productive, the accumulated cost is transferred to the developed oil and gas 
account and charged to earnings by an annual provision for depletion 
calculated on the unit of production method based on the estimated proven 
oil and gas reserves as determined by independent engineers. When such 
rights and costs in an area are surrendered, the accumulated costs are 
charged to earnings. All costs of drilling wells are initially capitalized. If, on 
completion, a well is not capable of commercial production, its cost is 
written off. The costs of successful wells are depleted on the unit of 
production method in the same manner as the costs of developed oil and 
gas rights. 

b) Depreciation 
Depreciation of petroleum and natural gas production equipment is 
provided on the unit of production method based on estimated proven 
oil and gas reserves. Depreciation of other equipment is provided on 
the declining balance basis using the annual rate of 20%. 

c) Joint Ventures 
The Company’s exploration and development activities related to 
petroleum and natural gas are conducted jointed with 
others and, accordingly, the accounts reflect only the Company’s 
Tee ae interest in such activities. 


2.Gomparative F igures 


Certain 1978 comparative figures have been reclassified to conform with the 
financial statement presentation adopted for 1979. 


3. Properties and Equipment 
1979 1978 


Accumulated 
Depreciation and 


Cost Depletion Net Net 

Petroleum and natural gas 
properties and equipment 

Developed $1,926,680 $ 414 $1,926,266 $ 

Undeveloped 182,686 182,686 
Mining properties 28,624 
Other equipment 19,935 3,987 15,948 

$2,129,301 $4,401 $2,124,900 $28,624 


4 Bank indebtedness 

Bank indebtedness is secured by accounts receivable, certain petroleum 
and natural gas properties, and a pledge of the proceeds on conversion of 
share warrants outstanding at March 31, 1979. 


FINANCIAL 


NOTES TO FINANCIAL 
STATEMENTS, (Continued) 
5.Promissory Note 


The promissory note (U.S. $69,801) is guaranteed by a third party and bears 
interest at prime bank rate plus 1% to maturity on January 3, 1980. 


G. Capital Stock 
(a) During the year ended March 31, 1979, the following shares were issued: 


Number 

of shares Consideration 
FOR CASHIN Roe ek eee nine A eee ge 575,000 $2,662,223 
On conversion of advances, ............. 512500 207,000 

1,092,500 $2,869,223 


b) There are Share Purchase Warrants outstanding entitling the holders to 
purchase 175,000 shares of the Company at $12.35 per share up to 
September 6, 1979. 


c) During the year ended March 31, 1979 the Company granted an option to 
one of its officers, to purchase 100,000 shares in annual installments over 
five years at various prices commencing at 45° per share and escalating 
to 85° per share at the end of the fifth year. 


4 Statutory information 
Remuneration paid during the year to the directors and senior officers of the 
Company amounted to $85,832 (1978 - $14,898). 


To the Shareholders of Westfort Petroleums Ltd. (formerly Rio Verde Developments Ltd.) 


ORT 


7 e have examined the balance sheet of Westfort Petroleums Ltd. (formerly Rio Verde Developments Ltd.) as at 
March 31, 1979 and the statements of loss and deficit and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included 

such tests and other procedures as we considered necessary in the circumstances. 


In Our opinion, these financial statements present fairly the financial position of the company as at March 31, 1979 
and the results of its operations and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


The 1978 comparative figures are based on financial statements reported upon by other auditors. 


Calgary, Alberta Thorne Riddell & Co. 
July 31, 1979 Chartered Accountants 


